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RECENT WORKS ON TRADE AND FINANCE. 

Reciprocity, Bi-metallism, and Land-Tenure Eeform. 

Free Trade and English Commerce. 

The Financial History of the United States, from 1774 to 1789. 

Thb general subject of Mr. Wilson's admirable book * will hardly 
be understood from his disjointed title-page. It might have been 
more strikingly, perhaps as accurately, described in some such 
phrase as " English Commercial Distress and its Remedy," but even 
this would hardly have covered all the phases of the matter which 
he has embraced in his book. But, if his title is fragmentary, his 
work is not so. On the contrary, starting from the consideration 
of the proposition, of late so frequently brought forward in Eng- 
land, to retaliate on countries which impose duties on English goods 
by similar duties on their goods, Mr. Wilson proceeds with an or- 
derly, compact, and vigorous argument with reference to the essen- 
tial causes of the distress for which this proposition is suggested as 
a remedy, and with reference to other remedies that have been 
produced. The subject is certainly sufficiently extended, and it is 
only because Mr. Wilson's range of information is so great and his 
power of simple and comprehensive statement so remarkable, that 
he has succeeded in presenting it in a valuable and interesting 
form within the limits of 250 pages. Of the actual distress in 
every department of commerce and industry in England, there is 
only too much evidence. Not only have exports fallen off steadily 
since 1873, but the agricultural interest has suffered equally, while 
the remarkable disturbances in several of the banking institutions, 
of great extent and importance, have revealed a condition of im- 
soundness in general business that Mr. Wilson very justly charac- 
terizes as "alarming." In manufacturing there have not only been 

* Reciprocity, Bi-metalUsm, and Land-Tenure Eeform. By Alexander J. Wilson, 
author of "The Resources of Modem Countries," "Banking Eeform," etc. Lon- 
don : Macmillan & Co., 1880. 



408 TEE NORTE AMERICAN REVIEW. 

numerous failures, but there are indications that a very large pro- 
portion of the enterprises still maintained in activity and nominal 
solvency are bolstered by the extravagant favors of the banks, and 
are liable, if a favorable turn does not soon take place, to go down, 
dragging a considerable number of the banks, on which they now 
depend, with them. In agriculture there is a general cry for the 
reduction of rents, a general protest that, even with a reduction or 
concession of fifteen or twenty per cent., farmers can not sustain 
themselves. So keenly felt is the suffering in this direction that 
the traditional free-trade policy of England has been attacked freely 
and boldly at its very foundation, and the men who find them- 
selves unable to compete with the grain-raisers of our Northwestern 
States do not hesitate to demand the enactment of something very 
like the com laws, with the repeal of which began the free-trade 
regime in Great Britain. With this demand is naturally coupled 
that of manufacturers for protection. The curious feature of these 
demands is, that those who make them do not pretend that they can 
be of any direct use ; they do not claim, as do our own protection- 
ists, that protection will " build up a secure home market " either 
for food or for manufactured articles. They insist, however, that it 
will compel protectionists in the United States, in Germany, in Rus- 
sia, in Spain, and intending protectionists in France, to open their 
markets to English products. To this pretension Mr. Wilson opposes 
the very simple reply that England " dares not " tax imports of food, 
and that her imports of manufactured goods are so slight that their 
exclusion, in the case of any one country aimed at, would not have the 
least practical effect. For the patent lever, by which the English 
protectionists threaten to overturn the barriers which various tariffs 
have erected, or are erecting, around foreign markets, there is actu- 
ally no fulcrum. Any effort, therefore, which its inventors could 
make to put this vaunted instrumentality into operation, would re- 
coil upon themselves in direct ratio to the energy expended. Mr. 
Wilson's demonstration of this fact is clear, precise, and effective, 
and is heartily commended to the attention of those American the- 
orists who imagine that it is within the power of legislative enact- 
ments to arbitrarily regulate the tremendous and complicated forces 
called into being by the conditions of modern trade. 

What, however, more immediately concerns American readers, 
is the light which Mr. Wilson's book throws upon the general and 
radical causes of the depression in England, since these causes are 
by no means absent from our own country, and are equally sure, in 
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the long run, to work out similar results wherever they are allowed 
to operate. " The true cause," he says, " of such ' over-production ' 
as now distresses artisans and laborers, in the United States as well 
as in England, is inflation of consumption through abuse of credit. 
Much of the progress, so called, about which we have been so accus- 
tomed to boast, has not, in other words, been fair, legitimate prog- 
ress at all. It has been an eager, passionate eflEort to, as it were, 
forestall and overreach the future. There has been, accordingly, 
lavish waste of capital in promoting both the production and con- 
sumption of articles beyond natural or prudent requirements. . . . 
The tendency of mankind is to rush to extremes; and, some years 
ago, we ran to an extreme of production, and of cost of production, 
which has brought its legitimate and inevitable reaction. A man 
opened a coal-mine and found it pay. Forthwith he mortgaged it, 
and opened with the borrowed money half a dozen more. While, the 
years or months of an inflated prosperity lasted, he called himself 
rich, and perhaps bought a landed estate, which he also mortgaged. 
This went joyously forward, till prices shrank and demand fell off, 
when he at once found himself over head and ears in debt, without 
a farthing in the world he could call his own. So with manufac- 
turers of all kinds. They rushed deeper and deeper into a career of 
unlimited production on borrowed capital, thus artificially stimulat- 
ing consumption, and must now sadly learn the lesson that the sole 
duty of mankind is not to buy china-clayed cottons, ' shoddy wool- 
ens,' or steam-engines at makers' prices with other people's money." 
Nothing keener or more complete than this has been said of the 
radical cause which has brought so profound depression upon Eng- 
land and upon the United States as well. It portrays with a few 
bold strokes the real character of that " progress by mortgage " in 
which for years our own people indulged themselves, and which 
received such an imperious check here in 1873, and later in England. 
Further on, discussing the fall in silver, for which bi-metallists pro- 
pose the remedy of "remonetization," Mr. Wilson points out how far 
less important an element in the exchanges of the world metallic 
money now is than it was even a quarter of a century ago, and how 
it has been replaced by various forms of credit — ^bonds, shares, 
checks, bills of exchange, legitimate or fictitious, and book-accounts. 
And he refers the fall in silver, as he does the decline in exports, to 
the fact that the enormous use of credit, building up imaginary 
wealth, has exhausted the power of the commercial nations of the 
world to take silver as well as other commodities. " The borrower 
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obtains money to spen4, and in spending creates a demand for com- 
modities, which demand raises their price. Push this description 
of progress to extremes, carry it on, with but slight breaks, for a 
generation or so, then behold the fabric thus raised slowly crumbling 
to pieces before your eyes, and say whether the great wave of de- 
pression, which is now passing over this country, may not have 
something in it far more important, far more full of warning for 
the future, than anything that monetary disturbances can mean. 
We have created a fictitious buying power .... and this buying 
power is now threatening collapse. Nay, it has already largely col- 
lapsed, bringing down with it the prices of all goods which it had 
previously inflated. The ' book-entries,' in short, which have come 
more and more to represent the wealth of the country, have grown 
in many instances hollow and unreal ; and we not only find the 
spending and producing capacity of this and other countries cur- 
tailed, but 'trust' — ^that confidence which lies at the root of all 
willingness to take payment in paper for goods purchased — ^terribly 
shattered." 

We have not space to notice the portion of Mr. Wilson's book 
which relates to land-tenure reform in England, able and original 
as it is. We content ourselves with calling attention to the sound 
common sense of his exposition of the causes of commercial de- 
pression, and of the remedies for it, which lie in honesty, prudence, 
industry, and, as absolutely essential, the greatest possible freedom. 
This country owes it largely to its great resources, to the energy 
and application of its people, to their aptitude amounting almost 
to genius for commercial and industrial enterprise within certain 
limits, that it has recovered to some extent from the reaction follow- 
ing the abuse of credit. But public opinion here still receives with 
ignorant good nature the nostrums and devices that selfish and nar- 
row minds invent to create a return of artificial prosperity. Our 
absurd tariff is still allowed to hem our foreign commerce within 
the contracted limits of food exports. Our politicians still nurse 
the illusion that the use of " cheap " silver can make it easier for us 
to exchange products, pay debts and gather wealth ; and the far 
worse form of the same fallacy, that there is occult power to enrich 
in the issue of Government paper money, has by no means died out. 
We stand for the moment beneath the shelter of a substantially 
false and fictitious resumption of payments in specie, and, while 
Congress refuses to make this resumption real, a furious inflation 
of credit in every direction, a headlong revival of trading on 
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"margins," a "joyous" adding up of "book-entry" wealth are 
going on. Nothing is more certain in human affairs than that this 
course must in the long run bring another crash, and one painful 
and protracted in its consequences in proportion to the time for 
which we pursue the course. 

The little pamphlet of Mr. Mongredien, forming one of the 
publications of the Cobdea Club,* bears out in an elEective manner 
many of the arguments of Mr. Wilson. It differs entirely in style 
and method from the work of the latter author, giving in a matter- 
of-fact manner, with no pretense of brilliancy and curiously color- 
less, statements in favor of unrestricted freedom of trade and of 
the practical impossibility of controlling national prosperity by in- 
terfering legislation. TLe basis of Mr. Mongredien's essay, like 
that which more or less obviously underlies those of Mr. Wilson, is 
the doctrine that all modem commerce is essentially barter. He 
sets out with the proposition that " the amounts due by a country 
or to a country, whether for excess of imports or of exports, or 
in settlement of a debt, are paid, not in bullion or specie, but in 
goods." This proposition he maintains very ingeniously by an elab- 
orate series of tables showing the extent to which England has for 
a long period imported more than she has exported, and the fact 
that she has not only not paid the difference in precious metals, but 
has received more of them than she has given, and also showing 
that the excess of imports has really been in payment of the princi- 
pal or interest of debts due to the English people. This general 
conclusion, with its specific explanation and illustration in English 
affairs, being established, the author goes on to show how all artifi- 
cial limitation of imports is necessarily a limitation of exports as 
well, curtailing foreign trade, neutralizing the benefits of division 
of labor, and forcing both labor and capital from productive into 
unproductive channels of employment. Admitting the falling off 
in exports since 1874, and the long-continued depression in trade 
which has followed, Mr. Mongredien attributes these to the reaction 
from the unnatural and unhealthy advance in prices which had pre- 
viously taken place from various causes, and especially from the 
almost uninterrupted series of great wars which, beginning with 
our own civil struggle in 1861, was continued by the wars of Prussia 
with Austria and of Germany with France. He also attaches much 
weight to the default of interest and of installments due on the 

* Free Trade and English Commerce. By Augustus Mongredien. London, Paris, 
and New York : Cassell, Fetter, Galpin & Co. 
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principal of a large volume of public, corporate, and private debt 
due to England, producing a corresponding reduction in the capacity 
to pay for exports from that country. The essential soundness of 
the argument against arbitrary restriction and regulation of trade, 
in the hope of making it more profitable, which rests on the expla- 
nation of depression by general causes entirely beyond the reach 
of legislation, is undeniable. It is one which the United States 
can study with great profit. The moment that it is accepted that 
all trade is in substance barter — the exchange of goods between 
individuals or peoples seeking a market to sell their surplus in on 
the one hand, and on the other a market in which to satisfy their 
wants — the absurdity of the protective idea becomes apparent. 
Left to themselves, labor and capital tend to the channels of most 
profitable employment. Men produce that which they can produce 
best and cheapest, and buy that which they most wish where they 
can get it on the best terms. To enact that makers of iron in the 
United States shall have seven dollars a ton advantage of their 
foreign competitors, and makers of steel rails twenty-eight dollars 
per ton, is to say that, in the first place, all American consumers 
shall be restricted in their choice of a market to buy in, and in the 
second place that everything in the United States shall be made 
more costly by the locking up in these industries of a certain 
amount of capital which is used either to overcome natural disad- 
vantages or to increase profits abnormally, and which would other- 
wise be distributed through other industries, and tend to reduce the 
cost of their products. If this process is not readily traced in our 
case, it is mainly because, owing to our wide area, vast resources, 
growing population, and general activity, the freedbm of the home 
ijiarket tends to neutralize the restrictions placed on foreign trade. 
But, the more rapidly the country grows, the more certain and ob- 
vious must become the costliness of the attempt to bolster up lim- 
ited industries at the general expense. So intense and powerful is 
the operation of the forces of modern trade that nothing but their 
absolute freedom can prevent the most serious disturbance. We 
have spoken of the manner in which trade tends to obey certain laws. 
We desire to emphasize this term, since much of the embarrassment 
that has been experienced by the advocates of the proved principles 
of political economy has been due to their habit of applying these 
principles without the qualification made necessary by the imper- 
fect condition of freedom which prevails among the members of 
even the most enlightened, advanced, and energetic communities. 
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It is quite sufficient, however, for our purpose to state that all lib- 
erty of action tends to the greatest prosperity of trade and industry, 
and all restriction tends to confusion, waste, and loss. Since the 
primary motive of exchange, however vast and complex, is the ad- 
vantage of individuals, it follows that the individual is always, in 
the long run, the best qualified to judge of the means by which 
that motive can be most completely satisfied. And nothing is 
better established than that it is only under conditions of the great- 
est possible liberty that the faculties of the individual — ^his energy, 
his foresight, his prudence, his invention — can be most highly de- 
veloped. So-called protection injures quite as deeply the class upon 
which it is bestciwed as the classes — ^far greater in number and im- 
portance — who are compelled to pay for it. Mr. Mongredien's 
pamphlet helps to show that wherever it has been tried it has in- 
flicted injury, sometimes compensated, as in our own case, by the 
extent of the home market and the actual enjoyment of a consider- 
able freedom within our own wide borders, but nevertheless always 
appreciable and always increasing with the growing intimacy of 
commercial relajiions between different parts of the world. 

Professor BoUes's " History " * is a valuable contribution to our 
knowledge of a period of extreme interest, of which the careful 
study has been too much neglected. It throws much light on the 
condition of public opinion as to finance during the Revolutionary 
period, on the devices which were resorted to to carry on the strug- 
gle with England, and on the manner and extent of their influence 
upon the prosperity of the community. At the present moment, it 
has a direct association with the works already noticed, which 
might not at first be recognized ; it gives us a detailed account of 
the evils of a credit currency in its most aggravated form, and a 
credit currency is only a peculiar and conspicuous embodiment of 
the idea that prosperity can be legislated into existence, and that 
the forces which control the dealings of men with each other can 
be effectually controlled by arbitrary regulation. The colonies, in 
1774, were a congeries of industrious and active but relatively fee- 
ble and scattered communities. The Continental Congress, which 
assumed the task of providing means for carrying on the war with 
the mother-country, was a body of the weakest possible character, 
hardly more than an advisory committee to the Colonial or State 

* The Financial History of the United States, from llli to 1789 : Embracing 
the Period of the American Eevolution. By Albert S. Bolles, Lecturer in Political 
Economy in the Boston TJniTersity. Kew York : D. Appleton & Co., 1879. 



414 THE NORTH AMERICAN REVIEW. 

Legislatures. Yet this body was allowed to exercise the extreme 
power of issuing bills of credit, which were given the quality of 
legal tender, in vast amounts, and which, as no adequate provision 
was made for their payment, operated as a constantly increasing 
tax on the limited resources of the people. These bills, at first re- 
garded in their real character as a temporary loan, were soon hailed 
as a sort of magical money, by means of which the war expenses 
were to be paid without cost, and every one was to get rich. Then 
came the inevitable depreciation, the repugnance to taxation to 
meet their honest payment, and, finally, their disappearance. It 
was on a smaller scale, and under very different conditions, an antici- 
pation of the experience through which we passed during and after 
the war of the rebellion, and which came near ending in the same 
disastrous fashion. 

The materials which the author has been compelled to use are 
scant. No record exists of the debates in the Continental Congress. 
The press of the day was not yet made a channel for the convey- 
ance of authentic or detailed news. Private correspondence is 
necessarily imperfect, treating financial matters only incidentally 
and often inaccurately. But Professor Bolles has certainly done 
all that could have been expected within the limitations imposed 
upon him. He has given a faithful account of all measures actually 
adopted by the Congress, and as clear an explanation of their mo- 
tives and the results which followed as could be obtained from the 
sources open to him. He has wisely emphasized the fact that, de- 
fective and wasteful as the policy of Congress undoubtedly was, the 
blame for its adoption does not rest on that body, many of whose 
members clearly saw the evils which they were inviting, but were 
powerless to resist. Congress could borrow, but it could not lay 
taxes by means of which the loans could be paid. It could only 
" recommend " the States to levy the taxes, and it accompanied its 
recommendations time and again with argument, entreaty, warning, 
and protest, but nearly always wholly in vain. It is not singular 
that, in this anomalous condition of affairs — the power to issue 
notes being lodged in and freely exercised by Congress, and the 
power to redeem them being solely in the hands of the States, 
which refused to exercise it — the notes should have rapidly sunk to 
worthlessness. The first issue was made in the summer of 1775. In 
a little more than four years the amount had swollen to $200,000,000, 
and in less than five years the Congress was compelled to public- 
ly acknowledge a depreciation to the merely nominal value of two 



BEOENT WORKS ON TRADE AND FINANCE. 415 

and a half cents to the dollar, and even this depreciation was less 
than that actually existing. The acknowledgment, however, was 
the final and fatal blow to Continental paper, and, within a few 
months, it ceased to circulate as completely as did Confederate 
money at the close of the rebellion. 

Among the most interesting portions of Professor Bollee's book 
is that devoted to the views of prominent public men, as well as to 
the general opinion, regarding the paper currency. Shrewd old 
Benjamin Franklin, with the hard common sense which made him 
sure that he could publish an unpopular paper so long as he could 
live on corn cakes and cook them himself, opposed legal-tender 
notes from the first, and advocated the substitution of a popular 
loan. He reasoned that the only way to carry on the war success- 
fully and cheaply was to make the people pay for it as they went 
along, or, if money was to be borrowed, to create a direct, popular 
interest in its being repaid. John Adams declared that the making 
of paper money was a " theft of greater magnitude and still more 
ruinous " than reducing the weight of metal in coins ; though he 
apparently conceded the necessity of the measure as late as 1778. 
Josiah Quincy wrote, in 1780 : " That the army has been grossly 
cheated ; that creditors have been infamously defrauded ; that the 
widow and the fatherless have been oppressively wronged and 
beggared ; that the gray hairs of the aged and the innocent have 
gone down with sorrow to their graves, in consequence of our dis- 
graceful depreciated currency, may now be affii-med without hazard 
of refutation ; and I wish it could be said, with truth, that the war 
has not thereby been protracted." But these voices, and the few 
others from men who appealed to the State governments to provide 
taxes to sink the paper, were unheeded. From most directions came 
the sophistries and illusions with which our recent experience has 
made us so familiar. " Do you think, gentlemen," said a delegate 
in Congress, in 1775, " that I will consent to load my constituents 
with taxes, when we can send to our printer and get a wagon-load 
of money, one quire of which will pay for the whole." " Let it be 
remembered," wrote a committee of Congress, in 1779, "that paper 
money is the only kind of money which can not ' make unto itself 
wings and fly away.' It remains with us, it wiU not forsake us, it 
is always ready and at hand for the purpose of commerce or taxes, 
and every industrious man can find it." This extract makes the cry 
of Judge Kelley, of Pennsylvania, for " non-exportable " greenbacks 
a grotesque plagiarism. Thomas Paine, anticipating, by nearly a 
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hnndred years, the brilliant discovery of General Butler, announced 
that the depreciation of the paper money was a tax levied with great 
impartiality on the successive holders of it. Of course, this argu- 
ment assumed that the bills were either not to be paid at all or at a 
very great reduction from their nominal value. All parties, and 
nearly all prominent men, finally agreed, however, that the paper 
currency had produced incalculable extravagance, corruption, eon- 
fusion, and waste. We have not space to more than allude to the 
very interesting account given by Professor BoUes of the organiza- 
tion of the Board of Treasury, and the subsequent administration 
of Gouverneur Morris as Superintendent of Finance. The latter 
establishes the reputation of Mr. Morris, even more firmly than it 
before rested, on the solid basis of great services and achievements 
in a most trying position. 

Edwabd Caet. 



